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in the absence of taxation, money income must, as in the
previous case, be kept constant; and, if the curve is steeper
than a rectangular hyperbola, it must be increased. But,
with the curve steeper in a given degree than a rectangular
hyperbola, it must be increased more in this case than in the
other, because the marginal utility of real income multiplied by
its amount will be increased more.
§ 17. In view of the multiform nature of output there
are in real life elements of ambiguity which this summary
account has slurred over. Still, for a rough approximation
what has been said may serve. Whether in given circum-
stances the marginal utility of money income in the face 01
tax changes will hold constant automatically or would need
to be kept constant by deliberate adjustment can, of course,
only be decided when the nature of the monetary and banking
system in use is known. With a system of the kind that I have
called elsewhere1 " normal " we might expect a contraction in
real income, since it would entail diminished savings and,
therefore, a fall in the rate of interest, to be accompanied by an
automatic contraction in money income. Hence, if our curve
is steeper than a rectangular hyperbola, in order that the mar-
ginal utility of money may be unaffected by the imposition of
a general tax system, deliberate adjustment of money income
in an upward direction, e.g. through manipulation of the bank
rate, will be needed.
§ 18. The results reached by Ramsey throw an interesting
light on the question whether, as a means of raising revenue
— apart from the considerations brought under review in
Chapter VIII — advantage is likely to be found in taxing the
imports of any commodity at a higher rate than the com-
peting home products. For the purposes of this section the
possibility of obtaining a contribution from foreigners in
general, as distinguished from the particular foreign pro-
ducers of the taxed commodity, which will be examined in
Chapter XXII, is ignored. Since only a small part of our
exports exchange against any particular foreign import, we
may reasonably regard the production of our exports, from
the point of view of this problem, as conforming approxim-
ately to conditions of constant return. Then the real supply
schedule of the import, to be set against that of the competing
1 Of. my Employment and Equilibrium, p. 60.

